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While it is of paramount importance that power system revenues cover the total cost 
of service to the public, it is equally important that each segment of the public 
(class of customers) pay its fair share of the cost of providing electric service. 
A determination of cost of service needs to be made on a basis that supports cost 
.allocation to each class of customers. A uniform system of accounts for operating 
expenses and fixed assets is necessary for cost o f  service account reporting and 
a 1 1 oca t i on. 

Cost allocation is the tool used to judge whether the rates as designed will recover 
the cost of service - important because if the rates provide revenues which fail to 
cover the cost of service of a particular class o f  customers, then discrimination 
may be present as other customer groups are compelled to make up the deficiency. 
The most troubling problem faced by an allocation is caused by the lack of recorded 
cost breakdowns and customer demand data. We have reasonably accurate demand data 
collected over the past several years es part of our load survey project. The cost 
breakdowns may not be available in a readily usable form. 

This Cost o f  Service study is anticipated to be approximately $32,000. 

FUNDING: $32,000 - Electrical Administration's Professional Service account. 

- 
Henry J.  Rice' 
Electric Utility Director 

cc: Assist. Electric Utility Director 
Manager, Rates & Resources 

CC-10.16A/CO.COM 


